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TAGS: ENRG, ETRD, BR, EC 

SUBJECT: NEW TWIST TO BRAZIL-ECUADOR OIL DEAL 
REF: (A) BRASILIA 3188, (B) BRASILIA 3480 

1 . SUMMARY: THE LOCAL PRESS REPORTS THAT IN LIGHT OF 
PETROBRAS' OBJECTION TO THE HIGH COST OF ECUADOREAN OIL 
DELIVERED TO BRAZIL, THE GOB IS NOW CONSIDERING THE PURCHASE 
OF ECUADOREAN OIL FOR LATER RESALE TO THE US. END SUMMARY. 

2. O ESTADO DE SAO PAULO REPORTED ON APRIL 30 THAT PETRO- 
BRAS HAS CHANGED ITS ATTITUDE TOWARD A PROPOSED BRAZIL- 
ECUADOR OIL DEAL (REFTELS). WHILE PETROBRAS IS STILL 
OPPOSED TO THE PURCHSE OF ECUADOREAN OIL FOR BRAZILIAN 
CONSUMPTION BECAUSE OF THE HIGH COST OF THIS OIL DELIVERED 
TO BRAZIL, IT IS REPORTEDLY STUDYING THE POSSIBILITY OF 
PURCHASING ECUADOREAN OIL FOR RESALE 

TO THE US. THE ARTICLE 

STATED THAT PETROBRAS IS ALREADY INVOLVED IN THIS KIND 
UNCLASSIFIED 
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PAGE 02 BRASIL 03660 071 121Z POSS DUPE 

OF OPERATION IN OTHER COUNTRIES, AND THAT OVERSEAS 
PETROLEUM RESALE OPERATIONS HAVE ALREADY PASSED THE 
USS300/MILLION YEAR LEVEL. SOME OF THESE OPERATIONS 
INCLUDE THE MORE PROFITABLE SALE OF REFINED PRODUCTS. 

3. ACCORDING TO THE ARTICLE, PETROBRAS IS THINKING IN 
TERMS OF US$40 MILLION/YEAR IN PETROLEUM PURCHASES FROM 
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ECUADOR. THIS IS NOT A LARGE AMOUNT. BUT PETROBRAS IS 
ENCOURAGED BY THE PROSPECT THAT THE TRANSACTION MAY 
INCLUDE THE SALE OF BRAZILIAN GOODS AND SERVICES TO 
ECUADOR. INTERBRAS, THE PETROBRAS TRADING COMPANY 
SUBSIDIARY, IS REPORTEDLY FOLLOWING THE BRAZTT -ECUADOR 
DEAL QUITE CLOSELY. AMONG THE PRODUCTS THE ARTICLE 
MENTIONED THAT BRAZIL WANTED TO SELL TO ECUADOR WERE 
ROADBUILDING AND HYDROELECTRIC ENGINEERING 
SERVICES AND HOUSEHOLD APPLIANCES. FYI, THE HOUSEHOLD 
APPLIANCE SECTOR IN BRAZIL IS IN A RECESSION AND THE 
RECENT DECREASES IN GOB INFRASTRUCTURE EXPENDITURES MAY 
HAVE HURT BRAZILIAN ENGINEERING COMPANIES. END FYI. 

4. THE ARTICLE REPORTED THAT UNDER THIS ARRANGEMENT 
THE ONLY ISSUE HOLDING UP AN AGREEMENT WAS THE PRICE 
OF THE OIL. BRAZIL OF COURSE WANTS A PRICE WHICH 
MAKES RESALE OF THE OILD ECONOMICALLY ATTRACTIVE. 

5. COMMENT. IT IS NOTEWORTHY THAT THE ARTICLE DID 

NOT MENTION POSSIBLE ECUADOREAN OBJECTIONS TO THE PRO- 
POSED PETROBRAS ARRANGEMENT, SUCH AS THE LIKELY NEED 
OF ECUADOR DISCOUNTING THE PRICE OF ITS OIL AND 
ECUADOR'S PROBABLE RELUCTANCE TO ENTER INTO AN ARRANGE- 
MENT UNDER WHICH IT WOULD HAVE TO COMPETE WITH PETRO- 
BRAS (SELLING ECUADOREAN OIL, NO LESS) IN THE US 
MARKET. END COMMENT. 
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